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shall not apply to the deposit of securi-
ties with an option or futures clearing 
agency for the purpose of meeting the 
deposit requirements of the agency if: 

(1) The clearing agency: 
(i) Issues, guarantees performance 

on, or clears transactions in, any secu-
rity (including options on any security, 
certificate of deposit, securities index 
or foreign currency); or 

(ii) Guarantees performance of con-
tracts for the purchase or sale of a 
commodity for future delivery or op-
tions on such contracts; 

(2) The clearing agency is registered 
with the Securities and Exchange Com-
mission or is the clearing agency for a 
contract market regulated by the Com-
modity Futures Trading Commission; 
and 

(3) The deposit consists of any mar-
gin security and complies with the 
rules of the clearing agency that have 
been approved by the Securities and 
Exchange Commission or the Com-
modity Futures Trading Commission. 

[Reg. T, 63 FR 2826, Jan. 16, 1998]

§ 220.10 Borrowing and lending securi-
ties. 

(a) Without regard to the other provi-
sions of this part, a creditor may bor-
row or lend securities for the purpose 
of making delivery of the securities in 
the case of short sales, failure to re-
ceive securities required to be deliv-
ered, or other similar situations. If a 
creditor reasonably anticipates a short 
sale or fail transaction, such borrowing 
may be made up to one standard settle-
ment cycle in advance of trade date. 

(b) A creditor may lend foreign secu-
rities to a foreign person (or borrow 
such securities for the purpose of re-
lending them to a foreign person) for 
any purpose lawful in the country in 
which they are to be used. 

(c) A creditor that is an exempted 
borrower may lend securities without 
regard to the other provisions of this 
part and a creditor may borrow securi-
ties from an exempted borrower with-
out regard to the other provisions of 
this part. 

[Reg. T, 63 FR 2826, Jan. 16, 1998]

§ 220.11 Requirements for the list of 
marginable OTC stocks and the list 
of foreign margin stocks. 

(a) Requirements for inclusion on the 
list of marginable OTC stocks. Except as 
provided in paragraph (f) of this sec-
tion, OTC margin stock shall meet the 
following requirements: 

(1) Four or more dealers stand willing 
to, and do in fact, make a market in 
such stock and regularly submit bona 
fide bids and offers to an automated 
quotations system for their own ac-
counts; 

(2) The minimum average bid price of 
such stock, as determined by the 
Board, is at least $5 per share; 

(3) The stock is registered under sec-
tion 12 of the Act, is issued by an insur-
ance company subject to section 
12(g)(2)(G) of the Act, is issued by a 
closed-end investment management 
company subject to registration pursu-
ant to section 8 of the Investment 
Company Act of 1940 (15 U.S.C. 80a-8), is 
an American Depository Receipt (ADR) 
of a foreign issuer whose securities are 
registered under section 12 of the Act, 
or is a stock of an issuer required to 
file reports under section 15(d) of the 
Act; 

(4) Daily quotations for both bid and 
asked prices for the stock are 
continously available to the general 
public; 

(5) The stock has been publicly trad-
ed for at least six months; 

(6) The issuer has at least $4 million 
of capital, surplus, and undivided prof-
its; 

(7) There are 400,000 or more shares of 
such stock outstanding in addition to 
shares held beneficially by officers, di-
rectors or beneficial owners of more 
than 10 percent of the stock; 

(8) There are 1,200 or more holders of 
record, as defined in SEC Rule 12g5–1 
(17 CFR 240.12g5–1), of the stock who 
are not officers, directors or beneficial 
owners of 10 percent or more of the 
stock, or the average daily trading vol-
ume of such stock as determined by the 
Board, is at least 500 shares; and 

(9) The issuer or a predecessor in in-
terest has been in existence for at least 
three years. 

(b) Requirements for continued inclu-
sion on the list of marginable OTC stocks. 
Except as provided in paragraph (f) of 
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this section, OTC margin stock shall 
meet the following requirements: 

(1) Three or more dealers stand will-
ing to, and do in fact, make a market 
in such stock and regularly submit 
bona fide bids and offers to an auto-
mated quotations system for their own 
accounts; 

(2) The minimum average bid price of 
such stocks, as determined by the 
Board, is at least $2 per share; 

(3) The stock is registered as speci-
fied in paragraph (a)(3) of this section; 

(4) Daily quotations for both bid and 
asked prices for the stock are continu-
ously available to the general public; ; 

(5) The issuer has at least $1 million 
of capital, surplus, and undivided prof-
its; 

(6) There are 300,000 or more shares of 
such stock outstanding in addition to 
shares held beneficially by officers, di-
rectors, or beneficial owners of more 
than 10 percent of the stock; and 

(7) There continue to be 800 or more 
holders of record, as defined in SEC 
Rule 12g5–1 (17 CFR 240.12g5–1), of the 
stock who are not officers, directors, or 
beneficial owners of 10 percent or more 
of the stock, or the average daily trad-
ing volume of such stock, as deter-
mined by the Board, is at least 300 
shares. 

(c) Requirements for inclusion on the 
list of foreign margin stocks. Except as 
provided in paragraph (f) of this sec-
tion, a foreign security shall meet the 
following requirements before being 
placed on the List of Foreign Margin 
Stocks:

(1) The security is an equity security 
that is listed for trading on or through 
the facilities of a foreign securities ex-
change or a recognized foreign securi-
ties market and has been trading on 
such exchange or market for at least 
six months; 

(2) Daily quotations for both bid and 
asked or last sale prices for the secu-
rity provided by the foreign securities 
exchange or foreign securities market 
on which the security is traded are 
continuously available to creditors in 
the United States pursuant to an elec-
tronic quotation system; 

(3) The aggregate market value of 
shares, the ownership of which is unre-
stricted, is not less than $1 billion; 

(4) The average weekly trading vol-
ume of such security during the pre-
ceding six months is either at least 
200,000 shares or $1 million; and 

(5) The issuer or a predecessor in in-
terest has been in existence for at least 
five years. 

(d) Requirements for continued inclu-
sion on the list of foreign margin stocks. 
Except as provided in paragraph (f) of 
this section, a foreign security shall 
meet the following requirements to re-
main on the List of Foreign Margin 
Stocks:

(1) The security continues to meet 
the requirements specified in para-
graphs (c) (1) and (2) of this section; 

(2) The aggregate market value of 
shares, the ownership of which is unre-
stricted, is not less than $500 million; 
and 

(3) The average weekly trading vol-
ume of such security during the pre-
ceding six months is either at least 
100,000 shares or $500,000. 

(e) Removal from the list. The Board 
shall periodically remove from the lists 
any stock that: 

(1) Ceases to exist or of which the 
issuer ceases to exist; or 

(2) No longer substantially meets the 
provisions of paragraphs (b) or (d) of 
this section or the definition of OTC 
margin stock. 

(f) Discretionary authority of Board. 
Without regard to other paragraphs of 
this section, the Board may add to, or 
omit or remove from the list of 
marginable OTC stocks and the list of 
foreign margin stocks an equity secu-
rity, if in the judgment of the Board, 
such action is necessary or appropriate 
in the public interest. 

(g) Unlawful representations. It shall 
be unlawful for any creditor to make, 
or cause to be made, any representa-
tion to the effect that the inclusion of 
a security on the list of marginable 
OTC stocks or the list of foreign mar-
gin stocks is evidence that the Board 
or the SEC has in any way passed upon 
the merits of, or given approval to, 
such security or any transactions 
therein. Any statement in an adver-
tisement or other similar communica-
tion containing a reference to the 
Board in connection with the lists or 
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stocks on those lists shall be an unlaw-
ful representation. 

[Reg. T, 63 FR 2826, Jan. 16, 1998]

§ 220.12 Supplement: margin require-
ments. 

The required margin for each secu-
rity position held in a margin account 
shall be as follows: 

(a) Margin equity security, except for 
an exempted security, money market 
mutual fund or exempted securities 
mutual fund, warrant on a securities 
index or foreign currency or a long po-
sition in an option: 50 percent of the 
current market value of the security or 
the percentage set by the regulatory 
authority where the trade occurs, 
whichever is greater. 

(b) Exempted security, non-equity se-
curity, money market mutual fund or 
exempted securities mutual fund: The 
margin required by the creditor in good 
faith or the percentage set by the regu-
latory authority where the trade oc-
curs, whichever is greater. 

(c) Short sale of a nonexempted secu-
rity, except for a non-equity security: 

(1) 150 percent of the current market 
value of the security; or 

(2) 100 percent of the current market 
value if a security exchangeable or 
convertible within 90 calendar days 
without restriction other than the pay-
ment of money into the security sold 
short is held in the account, provided 
that any long call to be used as margin 
in connection with a short sale of the 
underlying security is an American-
style option issued by a registered 
clearing corporation and listed or trad-
ed on a registered national securities 
exchange with an exercise price that 
does not exceed the price at which the 
underlying security was sold short. 

(d) Short sale of an exempted secu-
rity or non-equity security: 100 percent 
of the current market value of the se-
curity plus the margin required by the 
creditor in good faith. 

(e) Nonmargin, nonexempted equity 
security: 100 percent of the current 
market value. 

(f) Put or call on a security, certifi-
cate of deposit, securities index or for-
eign currency or a warrant on a securi-
ties index or foreign currency: 

(1) In the case of puts and calls issued 
by a registered clearing corporation 

and listed or traded on a registered na-
tional securities exchange or a reg-
istered securities association and reg-
istered warrants on a securities index 
or foreign currency, the amount, or 
other position specified by the rules of 
the registered national securities ex-
change or the registered securities as-
sociation authorized to trade the op-
tion or warrant, provided that all such 
rules have been approved or amended 
by the SEC; or 

(2) In the case of all other puts and 
calls, the amount, or other position, 
specified by the maintenance rules of 
the creditor’s examining authority. 

[Reg. T, 63 FR 2827, Jan. 16, 1998]

INTERPRETATIONS

§ 220.101 Transactions of customers 
who are brokers or dealers. 

The Board has recently considered 
certain questions regarding trans-
actions of customers who are brokers 
or dealers. 

(a) The first question was whether 
delivery and payment under § 220.4(f)(3) 
must be exactly simultaneous (such as 
in sight draft shipments), or whether it 
is sufficient if the broker-dealer cus-
tomer, ‘‘as promptly as practicable in 
accordance with the ordinary usage of 
the trade,’’ mails or otherwise delivers 
to the creditor a check in settlement of 
the transaction, the check being ac-
companied by instructions for transfer 
or delivery of the security. The Board 
ruled that the latter method of setting 
the transaction is permissible. 

(b) The second question was, in ef-
fect, whether the limitations of 
§ 220.4(c)(8) apply to the account of a 
customer who is himself a broker or 
dealer. The answer is that the provi-
sion applies to any ‘‘special cash ac-
count,’’ regardless of the type of cus-
tomer. 

(c) The third question was, in effect, 
whether a purchase and a sale of an 
unissued security under § 220.4(f)(3) may 
be offset against each other, or wheth-
er each must be settled separately by 
what would amount to delivery of the 
security to settle one transaction and 
its redelivery to settle the other. The 
answer is that it is permissible to off-
set the transactions against each other 
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